
BOOST  YOUR SK ILLS  IN  A C C O U N T I N G  A N D  B O O K K E E P I N G

Computerized 
Systems, Cash, 
and Payroll
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Describe appropriate internal control procedures
Prepare a bank reconciliation
Calculate employer and employee payroll taxes
Record journal entries for payroll
Describe a computerized accounting system

LEARNING OBJECTIVES
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Internal Controls for Cash

3

Maintaining physical safeguards: These include 
using secure cash registers and lockboxes and 
making frequent bank deposits.
Segregation of duties: Different employees handle 
cash and perform cash-related recordkeeping 
duties.
Transaction authorization: Transactions exceeding 
thresholds are approved by a manager or owner.
Record retention: Cash-related supporting 
materials should be maintained for seven years.



Petty Cash
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A small amount of cash, monitored by an 
administrative assistant, that is used for 
incidental purchases
Established by reducing Cash and increasing the 
Petty Cash asset account



Petty Cash Replenishment
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The Petty Cash fund is replenished by placing 
necessary cash in the lockbox and recording a 
journal entry to increase expenses incurred.
The journal entry increases expense accounts and 
decrease Cash but does not impact Petty Cash.



Increase Petty Cash Fund
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 If, over time, the petty cash fund is deemed to be 
too small, it may be increased.
The same journal entry used to establish the fund 
is used to increase the fund.



Bank Reconciliation
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A bank reconciliation displays all items that 
account for the difference between the bank 
balance and the general ledger cash balance.



Bank Reconciliation: Reconciling Items
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Reconciling items on a bank reconciliation can 
include the following:
Deposits in transit: Deposits made too late in the 
month to appear on the bank statement
Outstanding checks: Checks that haven’t been cashed
Notes receivable: Amounts paid directly into a 
company’s bank account
NSF checks: Nonsufficient funds checks received by the 
company but that subsequently bounce
Bank charges: Levied by the bank for various services
Errors: Can be made by either the bank or the company



Bank Reconciliation: Journal Entries
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All items on the bank side of the reconciliation 
have been recorded by the company, therefore no 
additional journal entries are necessary.
 Items on the company side of the reconciliation 
have not been recorded by the company, therefore 
journal entries are required for these items.
Collection of notes receivable by bank
Bank charges
NSF checks
Company errors



Payroll – Employee Withholdings

10

Amounts withheld from employee earnings include:
Social Security tax: 6.2% of gross pay
Medicare tax: 1.45% of gross pay
 Federal income tax: Determined using federal tax 
tables
State income tax: Determined using state tax tables
Voluntary deductions: Can include retirement 
contributions and union dues



Employer Payroll Taxes
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Taxes paid by the employer include:
Social Security tax: 6.2% of gross pay (matched)
Medicare tax: 1.45% of gross pay (matched)
 Federal unemployment tax: Commonly 0.6% of 
gross pay
State unemployment tax: Rate varies by state



Form W-4
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This form is completed 
by the employee. 
 It provides the 
information necessary 
to determine federal 
income tax.



Form W-2
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This form displays 
annual earnings 
and withholding 
information.
 It is provided to 
the employee by 
the employer.



Form W-9
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This form is 
completed by the 
independent 
contractor. 
 It provides the 
information 
necessary for the 
employer to report 
independent 
contractor 
compensation to the 
federal government.



Form 1099-NEC
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This form reports 
compensation paid 
to an independent 
contractor.
 It is provided to 
the independent 
contractor by the 
employer.



Computerized Accounting Systems
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The benefits of using computerized accounting 
systems, which help automate work and minimize 
errors, include:
 Improved efficiency
 Improved accuracy
Backup capabilities
Decreased overall cost
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